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Barton T. Bean 


By GEORGE 


It is with profound regret that we 
record the death of Barton T. Bean, 
which occurred in San Francisco on 
November 8, 1935. 

Mr. Bean was born in Iowa in 1873, 
and was educated in the public schools 
of his native state. At an early age 
he entered the service of Baker- 
Vawter Co., a concern 
gaged in developing improved business 
and accounting methods. The activi- 
ties of the firm included the moderniz- 
ing of accounting cost records, and as 
an adjunct thereto the manufacture 
and installation of blank forms for use 
in such work. 

Mr. Bean devoted his energies to the 
devising and installing of accounting 
systems, and this service called him to 
the larger business centers of the Mid- 
dle West. In 1904 a business engage- 
ment called him to California, and 
finding conditions to his liking he de- 
cided to remain there, and to embark 
in business on his own account. He 
became associated with George T. 
Klink and the firm of Klink, Bean and 
Company was organized for the pur- 
pose of engaging in public accounting. 
This firm maintained a practice on the 
Pacific Coast, with offices in San Fran- 
cisco and Angeles, and 


business en- 


Los was 


T. KLInK 


merged with Lybrand, Ross Bros. & 
Montgomery in 1924. 

Mr. Bean continued actively in the 
service of the latter, devoting his time 
to special assignments, and also to 
public service work through the media 
of the Community Chest and the prob- 
lems of the Juvenile Court. 

He was a member of the Bohemian 
Club of San Francisco and an enthusi- 
astic golfer and fisherman. 

He was married in 1904 to Mabelle 
Margaret Blachley, who survives him. 
Two sisters and a brother are residents 
of the Pacific Coast. 

Mr. 


illness, and came as a stunning shock 


Bean's death followed a brief 
to the members of his family, and also 
to his business associates. 

His desire to live and carry on was 
manifest in all of his daily activities, 
and although he had reached the age 
of sixty-two, he gave out the impres- 
sion of abounding health and strength. 

A man of unusual optimism, he car- 
ried to a large circle of friends in 
business and social life the influence 
of a genial character and never-fail- 
ing cheerfulness of manner, the loss of 
which will be keenly felt by all who 
knew him. 
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A Tribute to Barton Bean 


By Stuart C. McLeop 


[t is not the mounting years which 
constitute the tragedy of age but the 
farewells to who 
have helped to make our lives as we 


cherished friends 
pass through. 
to the 
Barton 


In Denver, on my way 
that 
had died, and some of 


coast, I received a wire 
Bean 
the light went out of my life because if 
there ever a radiated 


wherever he 


was man who 
optimistic enthusiasm 
went, it was Bart Bean. 
shadow lifted 
Francisco 


Some of the 
reached San 
wherever | found 
men gathered together in his familiar 
haunts they were building a monument 


when | 
because 


of reminiscence based upon years of 
comradeship 
with him. 


which they had spent 
And | was happy that it 
had been my privilege to know him 
as a friend for so many years. 

It would be impossible to draw an 
adequate picture of this man because 
he was such an unusual combination 
of heart and mind. Universally loved 
for his warm enthusiasms, he was 
equally respected for his unquestioned 
abilities and the success which he had 
attained without ever sacrificing the 
character which endeared him to every 
one. 

He was born in West Branch, lowa, 
on November 19, 1873. He leit 
school to join the Baker- Vawter organ- 
ization and was with them for many 
years. I have been told that he was 
the inventor of the loose-leaf system, 
or at least of its application to account- 
ing work. Whether this is true or not, 
he certainly was one of the pioneers, 
and possibly the legend may have origi- 
nated because undoubtedly he threw 
into the development of this idea more 


enthusiasm and more optimism than 
any one else connected with it. In his 
work of installing loose-leaf account- 
ing systems he was sent to most of the 
larger cities of the United States, and 
finally, in 1904, he went to San Fran- 
San Francisco and Bart Bean 
just naturally suited one another, and 
he decided to settle there. Later in 
the year he became associated with 
George T. Klink in the firm of Klink, 
Bean & Co., which became one of the 
outstanding accounting firms on the 
Coast. They continued in practice 
until 1924, when they were consoli- 
dated with Lybrand, Ross Bros. & 
Montgomery. Mr. remained 
active in the firm for some years after- 
wards, but gradually retired from 
active accounting work and devoted 
himself to those social and civie activi- 
ties in which he had always taken a 
keen interest. He was active in the 
Community Chest, in the Juvenile 
Court, in the University of California, 
and in local, city and national political 
campaigns. But all through his life 
he always found time to play. As a 
matter of fact, there seemed to be more 
hours in Bart Bean’s day than in that 
of most men. He was an enthusiastic 
golfer and fisherman; an active mem- 
ber in the Bohemian Club and many 
other organizations. During the war 
he served on the Food Administration. 

He was an early member of the 
N. A. C. A., joining in 1922 during 
Mr. Lybrand’s administration. He 
was largely responsible for the develop- 
ment of our chapter in San Francisco, 
where his wide acquaintance and his 

(Concluded on page 16) 


cisco, 


Jean 


in 
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A Comparison of Form 10-K with Form 10 Under 
the Securities Exchange Act of 1934 


By L. H. Rappaport 


( New Y< rk ( ) fice ) 


The basic form for the annual re- 
ports of corporations having securities 
registered on national securities ex- 
changes was announced by the Securi- 
ties and Exchange Commission on 
December 20, 1935, in its release num- 
ber 445. The authority to require an- 
nual reports of listed corporations is 
granted in Section 13 (a) (2) of the 
Securities Exchange Act of 1934. 

The new form is known as 10-K and 
is applicable to companies which would 
file on Form 10 if now applying for 
original registration. Other “K” 
forms have also been prepared. Com- 
panies which filed originally on Form 
11 will use Form 11-K; those which 
filed on Form 12 will use Form 12-K, 
etc. The majority of corporations, 
however, will use 10-Kk. 

The Commission’s release announc- 
ing the form states, in part, as fol- 
lows: 

The requirements of the form are based 
upon the principle of obtaining the changes 
that have occurred during the fiscal year in 
the matters reported upon in the original 
application. In order, however, to attain 
reasonable precision, it has been necessary 
to repeat the items, and to repeat the in- 
structions. 


Fiscal data must be repeated for 
the current year. Financial data of 
pure historical nature are not required, since 
they were reported in the initial registra- 
tion. 

The new form insofar as it concerns 
accountants is fully as comprehensive 
as Form 10. The questions in the 
statement proper are fewer in number, 
but by a process of rearrangement of 


the material and rephrasing the ques- 
tions, the new form covers substan- 
tially as much ground as the older one. 

In the present article discussion will 
be confined to those instances where 
truly significant differences exist be- 
tween Form 10 and 10-K. 


Date of Filing 

Form 10-K must be filed 120 days 
after the close of the fiscal year end- 
ing on or 1935. 
If the registrant finds it impracticable 
to meet this time requirement, it may 
apply for an extension of time to a 
date within six months after the close 
of the fiscal year. 


after December 31, 


Subsidiaries and Parents of the 
Registrant 

Form to (Item 10): List the followmg 

and indicate the respective percentages of 

voting power as required by the instruc- 

tions: 

(a) All subsidiaries of the registrant, 

(b) All parents of the registrant. 

leorm 10o-K (Item 1): List the following 
and indicate the respective percentages of 
voting power, or other basis of control, as 
required by the instructions: 

(a) All subsidiaries of the registrant, 

(b) All parents of the registrant. 

Note the addition of the words “or 
other basis of control” in 10-K. 

In Form 10 all domestic subsidiaries 
had to be named. The instructions 
for 10-K permit omission of the names 
of subsidiaries, either domestic or for- 
eign, which are not of material sig- 
nificance in relation to the total enter- 
prise in respect of (1) the investments 
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in and advances to such subsidiaries, 
or (2) the sales or operating revenues 
of such subsidiaries, or (3) the essen- 
tial nature of the function performed 
by such subsidiaries. If the names of 
subsidiaries are omitted, the registrant 
must furnish certain data with respect 
to the investment in them and their 
total sales or operating revenues. 

When a registrant is not engaged 
either directly or through subsidiaries 
in merchandising at retail, and has a 
group of subsidiaries all of which are 
engaged in retailing products of the 
registrant, none of such retail sub- 
sidiaries need be named if certain con- 
ditions exist. The “conditions” 
cern sales to, and the investment in 
and loans and advances to, such retail 
subsidiaries. 


con- 


Management and Control 


Form 10-K (Item 3): Give the informa- 
tion required below for all persons owning 
of record more than 10 per cent. of any 
class of equity securities of the registrant. 


[tem 25 of Form 10 is phrased along 
substantially the same lines. 

The information in Form 10 must 
be as of a date within 90 days prior to 
the date of filing the application. In 
10-K, the information must be within 
93 days. Furthermore, 10-K makes 
it clear that treasury stock is to be ex- 
cluded in calculating the percentages. 
On this latter point the older form is 
silent. 

Form 10-K (Item 4): Give the following 
information as to the registrant’s securities, 
other than equity securities, owned by each 
director and each officer of the registrant. 
The statements are to be made both as to 
the securities owned of record and those 
owned beneficially. (Italics supplied.) 


Except for the italicized portion, 
Item 28 of Form 10 contains practi- 
cally the same wording. 


Under Section 16 of the Securities 
Exchange Act, officers and directors of 
registered corporations are required to 
file currently with the Commission re- 
ports as to their holdings of equity 
securities. For that reason the Com- 
mission has eliminated the require- 
ment for a statement as to the equity 
securities held by officers and directors. 


Form 10 (Item 29): General effect, briefly 
and concisely stated, of material bonus and 
profit-sharing arrangements now in effect. ... 

(Jtem General effect, briefly and 
concisely stated, of all material management 
and general supervisory contracts now in 
effect providing for management of, or 
services to, the registrant or any of its sub- 
sidiaries. 

(tem 31): General effect, briefly and con- 
cisely stated, of all material advisory, con- 
struction and service contracts with affiliates 
now in effect providing for management of, 
or services to, the registrant or any of its 
subsidiaries. 

(/tem 32): Dates of, parties to, and gen- 
eral effect, briefly and concisely stated, of 
every material contract, except as provided 
by the instructions, between the registrant 
and any director or officer of the registrant, 
any underwriter named in answer to Item 
23, or any security holder named in answer 
to Item 25. 


> : 
30): 


Form 10-K (Item 5): 
general effect of: 

(a) Material made within the 
fiscal year and not previously reported, in 
contracts and arrangements of the categories 
enumerated below which have been previ- 
ously reported; (b) such contracts and ar- 
rangements, made or in effect within the 
fiscal year and not previously reported, in- 
cluding the dates thereof and names of 
parties thereto. 

(i) Material management or general su- 
pervisory contracts providing for 
management of, or services to, the 
registrant or any of its subsidiaries; 

(ii) material advisory, construction or 
service contracts with affiliates pro- 
viding for management of, or serv- 
ices to, the registrant or any of its 
subsidiaries ; 
material contracts, 


State briefly the 


changes, 


(iii ) except as pro- 


vided by the instructions, between 





ro- 
-en 
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the registrant or any affiliate of the 
registrant on the one hand, and, on 
the other hand, any director or off- 
cer of the registrant, any principal 
underwriter of any securities of the 
registrant sold by the registrant 
within the past three fiscal years, 
or any security holder named in 
answer to Item 3; 

(iv) material bonus and profit-sharing ar- 
rangements. 


The new form was designed (in the 
words of the Commission) “ to 
portray such changes as have taken 
place during the year "and in 
accordance with this purpose Item 5 in 
10-IX stresses “material changes’ and 
new contracts made within the past 
fiscal year. But read again, carefully, 
Item 32 of Form 10 and compare it 
with (iii) in Item 5 of 10-IKK. Observe 
that in the former the language refers 
to contracts “between the registrant 
and any director or officer . . . any 
underwriter . Or any security 
holder. . . .” Note, too, that the 
language in (iii) of Item 5 reads “. . 
between the registrant or any affiliate 
of the registrant on the one hand, and, 
on the other hand, any director or 
officer any principal under- 
writer , or any security holder. 

(Italics supplied. ) 

There is a vital difference between 
the requirements in the two forms. In 
the case of a very large corporation 
with many subsidiaries and sub-sub- 
sidiaries the number of contracts com- 
prehended by the new form might be 
few in number but the task of ascer- 
taining the required information might 
be a difficult one. 


Options 
The requirements in both forms as 
to options are practically the same, 
except for section (d) in each. These 
sections deal with the consideration re- 


ceived for the granting of options. 
Form 10 covers those issued within 
three years; 10-IX deals with options 
not previously reported. Here again 
10-IX stresses changes or additions 
since the filing of Form 10. 

The instructions in both cases make 
it clear that no reference is had to 
options evidenced by an issue of securi- 
ties, such as warrants or rights. 

Difficulties which arose in the prepa- 
ration of an answer to Item 33 (c) of 
Form 10 have not been lessened by 
10-IkX. For example, a certain corpora- 
tion for compelling reasons gave an 
option on a large block of its securi- 
ties to another corporation. The latter 
assigned the major part of its interest 
in the option at various times to sev- 
eral people for a consideration. Some 
of these individuals failed to notify 
the first corporation that they were as- 
signees of an interest in the original 
option. Lacking this information, how 
can a corporation make a_ correct 
response to (c) above? 


History and Business 

Item 7 of Form 10-K requires a 
brief description of the “material 
changes which may have occurred 
within the fiscal year in the general 
character of the business done by the 
registrant and its subsidiaries” since 
filing Form 10. 

The new instructions enlarge upon 
the item to the extent of stating that 
where the registrant is engaged in lines 
which are distinct, an indication should 
be given, if practicable, of the relative 
importance (without giving percent- 
ages) of the several lines to the total 
business. 


Financial Statements (Item 8) 
The financial data required to be sub- 
mitted as part of Form 10-K are essen- 
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tially the same as those prescribed by 
Form 10, with 
changes. 


certain additions and 


The new form requires the filing of 
the following statements : 
A. For the registrant: 
1. Its balance sheet as of the close of 
its latest fiscal year. 

Its income account for its latest fis- 
cal year. (lf certain conditions are 
present, this statement may be 
omitted, and a consolidated in- 
come account submitted.) 


B. For the registrant and its sub- 
sidiaries: 

1. A consolidated balance sheet. (If 
the privilege accorded by A-2 
above is exercised, there must 
also be submitted a special con- 
solidated balance sheet, combin- 
ing the accounts of the registrant 
and such 
cluded in the consolidated income 
account. ) 


subsidiaries as are in- 


2. A consolidated income account on 
the same basis (or bases) as the 
consolidated balance sheets above. 

C. For “majority-owned”  subsidi- 


aries not consolidated: 
1. Balance sheets — individually or 
combined in one or more groups. 

2. Related income accounts. 


A balance sheet need not be sub- 
mitted as to any subsidiary which is 
not significant : 


(a) in relation to the registrant in respect 
of the amount at which investments 
in and advances to such subsidiary 
is carried; 

(b) in relation to the registrant and its 
subsidiaries consolidated (or to the 
registrant, if no consolidated state- 
ment is filed) with respect to the 
assets represented by such invest- 
ments and advances; or 

(c) in relation to the registrant and its 
subsidiaries consolidated (or to the 
registrant, if no consolidated state- 
ment is filed) in respect of sales or 
operating revenues of 
sidiary ; 


such _ sub- 


provided that statements of such sub- 
sidiaries may be so omitted only to the 
extent that they are in the aggregate 
not significant in any of the above 
respects. 

Certification of Statements: Finan- 
cial statements must, of course, be 
certified by independent public ac- 
countants. The requirements concern- 
ing the content of the certificate are 
practically the same as in Form 10, the 
only change being to broaden the 
phraseology so as to include subsidi- 
aries of the registrant. 

Marketable Securities: The require- 
ment for a breakdown of marketable 
securities has been restated in the new 
form. In Form 10, a schedule sup- 
porting the balance sheet amount 1s 
required if such securities equal or ex- 
ceed 15 per cent. of total assets. A 
similar schedule is required in 10-K: 

(1) if the greater of market value of 
Marketable Securities or the amount 
(less reserve applicable thereto) at 
which Marketable Securities is car- 
ried in the balance sheet, constitutes 
15 per cent. or more of the total 
assets after deducting reserves pro- 
vided for specific assets ; 

(2) if the amount (less reserve applicable 
thereto) at which Other Security 
Investments is carried in the bal- 
ance sheet plus the greater of the 
market value of Marketable Securi- 
ties or the amount (less reserve 
applicable thereto) at which Mar- 
ketable Securities is carried in the 
balance sheet constitutes 20 per 
cent. or more of the total assets 
after deducting reserves provided 
for specific assets. 

above instances 


In both the pro- 


vision is made for grouping of a por- 
tion of the securities without detailing 
them. 

Funded Debt: The new form pro- 
vides for the inclusion among the finan- 
cial statements of a schedule on funded 
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debt. In Form 10 a similar schedule 
is included in the body of the registra- 
tion statement proper. 

There is nothing in the schedule 
which should ordinarily prove trouble- 
some, with two exceptions: 

1. The last column bears the cap- 
tion “State whether additional amounts 
may be issued.” Complications aris- 
ing from involved indentures may make 
it difficult, or even impossible, for an 
accountant or a layman to answer this 
question properly. There will be 
many cases where the accountant will 
have to rely upon counsel for the 
answer, and his certificate may need 
to be qualified accordingly. 

2. A similar situation arises out of 
a footnote to the schedule, “For each 
registered issue as to which another 
person is contractually liable, either 
primarily or secondarily, 
names of such persons. 


state the 
A description 
of such liability need not be set forth.” 
Here again there may arise a question 
of legal interpretation which the ac- 
countant may feel to be without his 
province. If he relies upon counsel 
for a response to the item, here again 
his certificate may need to be qualified 
accordingly. 

Capital Stock: In 10-K a schedule 
(viii) for capital stock has been made 
a part of the financial statements and 
must be certified by the accountant. A 
similar schedule in Form 10 is included 
in the registration statement proper. 

Column G of the schedule is headed 
“Number of shares held by parents.” 
This item may prove troublesome in 
those cases where the accounts of a 
parent company are not examined by 
the auditor who examines and certifies 
the accounts of the registrant. For 
reasons of its own the parent may have 
its holdings in the registrant’s stock 
registered in the name of a nominee or 
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a street name. In such cases the capi- 
tal stock records would not disclose 
the actual owners of the registrant’s 
stock. 

Balance Sheet Footnotes: The sec- 
tion dealing with balance sheet foot- 
notes has been enlarged considerably 
in the new form. They relate to such 
(1) securities of other issuers 
guaranteed by the registrant or its sub- 
sidiaries; (2) warrants or rights to 
subscribe to securities of the registrant 
or its subsidiaries; and (3) other au- 
thorized securities not set forth in the 
prescribed schedules of funded debt 
and capital stock. 


items as: 


Income Account: Accountants and 
others who worked on the preparation 
of Form 10 are almost unanimous in 
declaring that a most troublesome 
schedule is Schedule VIII, requiring 
data as to: (1) maintenance and re- 
pairs; (2) depreciation, depletion and 
amortization; (3) taxes; (4) manage- 
ment and service contract fees; and 
(5) rents and royalties. <A_ similar 
schedule (but slightly changed) is pro- 
vided in Form 10-K. An improve- 
ment worthy of note, however, is the 
fact that such items need not be sepa- 
rately stated in the prescribed income 
account. Hence, it is not necessary in 
the new form to disturb cost of goods 
sold or operating expenses in order to 
show the stated expense items sepa- 
rately. 

A footnote to the income account 
provides that an explanation of policy 
shall be 
profits or losses on sales or charges to 
parents and subsidiaries of the regis- 
trant are included. 


made in those cases where 


In other respects the income account 
in 10-K is practically the same as in 
the older form. 

Instructions for Financial  State- 
ments: The new form has the virtue 
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of being explicit on several previously 
troublesome items. For example, if a 
schedule is not applicable in a given 
instance, must it be furnished along 
with a statement that it is not applic- 
able? In the preparation of Form 10, 
accountants divided into two 
those who supplied all sched- 
ules, whether or not applicable, and 
those who supplied only those sched- 
ules which were pertinent. 


were 
camps : 


3oth had 
ample grounds to support their respec- 
tive positions. 

The now state defi- 
nitely: “In case any schedule is not 
applicable because the matter required 
in the schedule is not present, the sched- 
ule need not be furnished.” 


instructions 


However, 
in case any schedules are omitted, ‘a 
statement shall be made of the sched- 
ules so omitted and the basis for such 
omission.” 


Remuneration of Directors, Officers 
and Others 


Form 10 (ltem 26): Give the information 
required below in tabular form concerning 
the aggregate remuneration paid by the reg- 
istrant and its subsidiaries, directly or indi- 
rectly, to the following persons in all of 
their capacities : 

(a) The name and aggregate remunera- 
tion of each director of the regis- 
trant. 

(b) The name and aggregate remunera- 
tion of each of the officers of the 
registrant receiving the three high- 
est aggregate amounts of remunera- 
tion. 

(c) The aggregate remuneration of all 
other officers of the registrant, 
whatever the amount of the respec- 
tive remuneration of each; indicate 
the number of such officers without 
naming them. 

(d) The aggregate remuneration of all 
employees of the registrant who, 
respectively, received remuneration 
from the registrant in excess of 
$20,000 during the past fiscal year; 





indicate the number of such em- 
ployees without naming them. 


Form 10-K (Item 9): Give the informa- 
tion required below in tabular form con- 
cerning the aggregate remuneration paid by 
the registrant and its subsidiaries, directly 
or indirectly, to the following persons in all 
of their capacities: 

(a) The name and aggregate remunera- 
tion of each person among the offi- 
cers, directors and employees of the 
registrant receiving one of the 
three highest aggregate amounts of 
remuneration. 

(b) The aggregate remuneration of all 
directors of the registrant; indicate 
the number of such directors with- 
out naming them. 

(c) The remuneration of all 
officers, other than those who are 
directors, of the registrant; indicate 
the number of such officers without 
naming them. 

(d) The aggregate remuneration of all 
employees of the registrant who, re- 
spectively, remuneration 
from the registrant in 
$20,000 within the fiscal year; indi- 
cate the number of such employees 
without naming them. 


aggregate 


received 
excess oO! 


The principal difference between 10 
and 10-K in this connection is that in 
the latter form only three individuals 
will have to be named, whether the 
individual be an officer, director or em- 
ployee. This will come as quite a 
relief to many corporations with long 
lists of directors, all of whom had to 
be named in Form 10. The reason for 
the change may be that it is calculated 
to reduce the number of requests for 
confidential treatment of salary data. 
A large number of corporations asked 
that salary information be kept con- 
fidential by the Commission in their 
applications for permanent registra- 
tion. It is known that most, if not all, 
of such requests were refused, after 
opportunity for hearings. 

The instruction book for 10-K clears 
up another moot point: shall the 
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information be reported on an accrual 
or cash basis? The item is ‘‘to be an- 
swered on an accrual basis, if that is 
practicable. If not so 
statement shall be 


answered, a 
made as to the 
basis.” 

The new instructions also provide 
for the manner of treating payments 
to a partnership, one of the partners 
of which is a person within the mean- 
ing of Item 9. 

Item 10 of Form 10-K provides as 
follows: “State the name of, and 
amount received by, each person who 
received as bonuses or shares in profits 
$30,000, or more, from the registrant 
or its wholly owned subsidiaries, dur- 
ing the fiscal year.” The older form 
contains a similar question in Item 29 
which also asks for “the general effect 
ae of material bonus and profit- 
sharing arrangements now in effect.” 
In Item 5 of 10-K, information must 
be supplied material 
changes in material bonus and _ profit- 
sharing arrangements. 


concerning 


Che instruction books for both forms 
list certain bonus and _ profit-sharing 
payments in connection with which no 
statement need be made, e. g., ordinary 
purchase and sales agency a 


greements, 
labor and ¢ 


salesmen’s bonuses, agree- 
ments with managers of chain stores, 
ete. It is significant that in the Form 
10 instruction book the list 
cludes “payments made _ to 


holders, as such’’; 


also in- 
security 
no similar provision 
has been made in 10-K. 

The omission to repeat this item in 
the new instruction book may easily 
give rise to numerous perplexing situa- 
tions. Consider, for example, a cor- 
poration with a big issue of preferred 
stock, large blocks of which are regis- 
tered in the names of individuals and 
in street names. The dividends on 
such preferred stock involved several 


payments in excess of $30,000 during 
the fiscal year. The question arises: is 
the agreement between the corporation 
and the preferred shareholder a “profit- 
sharing arrangement” within the mean- 
ing of the form? No categorical an- 
be made because there are 
innumerable variations in the nature 
of the preferences pertaining to such 


stock. 


swer Can 


It is common knowledge that divi- 
dends are paid to holders of record on 
a given date and large payments are 
often made to street houses who, in 
turn, pay the dividend on claims made 
against them by the real owners—the 
beneficial owners—of the stock. If 
such preferred dividend pay- 
ments are required to be reported (as 
likely) how is the 
tion to report such payments ? 


stock 
seems corpora- 

sy re- 
porting the payments to street houses, 
they might be accused of resorting to 
a fiction, knowing full well that such 
houses were not the true recipients of 
the dividends. Let no one think this 
is an unimportant detail. Experience 
has shown that some examiners of the 
Commission are extremely technical 
and meticulous in their conclusions re- 
garding statements reviewed by them. 

In another question (Item 4) infor- 
mation is requested with regard to the 
securities, other than equity securities, 
owned by each director and each officer 
of the registrant. The table lists the 
data in columns headed ‘amount of 
record” and “amount beneficially.”’ 
With admirable intent the Commission 
is attempting to look through form at 
substance. But how is any company 
of its own knowledge to know how its 
securities are beneficially owned by its 
officers and directors? Obviously, it 
will have to rely on statements made 
by such officers and directors. 

3ut to return to the immediate prob- 














lem, the payment of a preferred divi- 
dend. Must the corporation circular- 
ize the recipients of such,dividends and 
request that it be furnished with the 
names of the beneficial owners of the 
stock ? 

Form 10-K (ltem 11): Give the informa- 
tion required below in tabular form con- 
cerning the aggregate remuneration paid by 
the registrant, directly or indirectly, to any 
person, other than a director, officer, or em- 
ployee, whose aggregate remuneration from 
the registrant, in all capacities, exceeded 
$20,000 during the fiscal year. 


In Form 10, Item 27 reads almost 
exactly the same. 
the instructions. 


The difference is in 
10-K makes it clear 
that the information is to be reported 
on an accrual basis, if possible. 
nary 


Ordi- 
expenditures for advertising, 
directly connected with the obtaining 
of space or other advertising medium, 
need not be set forth. Remuneration 
for publicity advice, not directly con- 
nected with the obtaining of space or 
other advertising medium, must be set 
forth. 


Recent Sales of Securities by 
Registrant 


Form 10 (ltem 23): For all securities of 
the registrant sold by the registrant to any 
persons other than employees within three 
years, furnish the following information: 

(a) Title of issue, including par or, if no 
par, stated value, if any, of stock. 

(b) Amount sold. 

(c) Date of sale. 

(d) Aggregate net cash proceeds, or the 
nature and aggregate amount of 
any consideration other than cash, 
received by the registrant. 

(e) Names of principal underwriters, if 
any, indicating any such underwrit- 
ers as are affiliates of the registrant. 


Form 10-K (Item 12): Furnish the fol- 
lowing information as to all securities of 
the registrant sold by the registrant within 
the fiscal year: 
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(a) Title of issue; 
value or, 
any. 

(b) Amount sold. 

(c) Date of sale. 


and, if stock, the par 
if no par, stated value, if 


(d) Aggregate net cash proceeds, or the 
nature and aggregate amount of 
any consideration other than cash, 
received by the registrant. 

(e) Names of principal underwriters, if 
any, indicating any such underwrit- 
ers as were affiliates of the regis- 
trant. 

({) A statement that such securities were 
registered under the Securities Act 
of 1933, or a brief statement of the 
facts necessary to establish that 
such registration was not required. 


The only substantial difference be- 
tween the forms in respect of sales of 
securities is in paragraph (f) of 10-K. 
A similar paragraph is not to be found 
in Form 10. Incidentally, it is well 
to observe that the Securities and Ex- 
change Commission is charged with 
the administration of both the Securi- 
ties Exchange Act of 1934 and the 
Securities Act of 1933. 

The instructions in 10-K regarding 
this item enlarge upon the question of 
securities issued in exchange for, or 
which resulted from a modification of, 
other securities of the registrant. Such 
transactions are to be considered as 
securities sold by the registrant within 
the meaning of this item. 

Item 13 of Form 10-K is new and 
reads as follows: 

As to any securities for which application 
for registration under the Securities Ex- 
change Act of 1934 had been filed and which 
remained unissued at the close of the fiscal 
year, furnish the following information: 

(a) Title of issue. 

(b) The total amount unissued at the 

close of the fiscal year. 

(c) A brief description of the proposed 

transactions for the issuance of such 
securities. 


No similar item is 
10. 


found in Form 


¢ 
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Barton T. Bean 


Almost coincident with the publica- 
tion of the November, 1935, issue of 
the L. R. B. & M. JouRNAL came the 
unexpected news of the passing away 
of Barton T. Bean, had been 
associated with us for many years, first 
as a member of the firm of Klink, 
Bean & Co., who were our correspond- 
ents on the Pacific Coast for more than 
a decade, and later in a still more direct 
way after the practice of that firm was 
merged with our own in 1924. 


who 


On other pages of this issue of our 
journal appear a brief biographical 


sketch by Mr. George T. Klink, with 
whom he had become associated over 
thirty years ago, and a tribute by Dr. 
Stuart C. McLeod, Secretary of the 
National Association of Cost Account- 
ants, an organization in whose develop- 
ment Mr. Bean had taken a deep inter- 
est. 


Business, Industry and Taxation 


Business men are much concerned in 
the present day with the great exten- 
sion of government action into the field 
of business. Also, they are tremen- 
dously concerned with the huge tax 
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burden which now rests upon the na- 
tional income in general and upon the 
business of the country in particular. 
Discussion of these and related ques- 
tions is becoming more and more ex- 
tensive and much is being written upon 
them. 

One of the best presentations of the 
subject of Business, Industry and 
Taxation which has come to the 
writer’s attention is the address bear- 
ing that title which was delivered by 
Mr. Lewis H. Brown, President of 
Johns-Manville Corporation, at the an- 
nual meeting of The American Bank- 
ers Association recently held in New 
Orleans. It will well repay any busi- 
man—and accountant or lawyer, 
too—who takes the time to read it. 


ness 


A Philosophy of Depreciation 


The well-done review of Porter and 
Fiske’s recently published book <Ac- 
counting, by Mr. W. H. Lawton, 
which appeared in the November issue 
of the Journal of Accountancy, con- 
tained the following statement: 

Emphasis is rightly laid upon the concep- 
tion of as really prepaid ex- 
pense, depreciation recording what has been 
consumed during the period. This is more 
fully treated in the next part. Much con- 
fusion in the student and public mind would 
be avoided if this philosophy of depreciation 
were better understood. 


fixed assets 


The opening paragraph of an article 
by Mr. Staub on Deferred Charges to 
Operating, which 
Journal of 


appeared in the 
Accountancy twenty-six 
years ago, read as follows: 

In addition to the items appearing in a 
balance sheet under the caption, Deferred 
Charges to Operating, others not usually so 
indicated, such as machinery and most of 
the other component parts of plant, inven- 
tories of manufactured or partially finished 
product, materials and supplies—as well as 


indirectly reserves for depreciation and re- 
newals—items often of considerable magni- 
tude, come just as surely under this general 
classification as the items usually so desig- 
nated. In fact, almost all the assets of 
manufacturing, transportation or public 
service undertakings which have not had 
their financial status fixed beyond the prob- 
ability of being influenced by future opera- 
tions, meaning by this latter class such as- 
sets as cash and receivables, are in reality 
but deferred charges to operating. 

It is interesting to note the similarity 
of thought expressed in these state- 
ments which were made more than a 
quarter century apart. 


S. E. C. Symbols 


Numerous questions have been asked 
as to the significance of the symbols 
used by the Securities and [Exchange 
Commission in connection with its rul- 
ings. The following explanation might 
therefore be helpful. 

Some time the Commission 
adopted a system whereby its rulings 
under the Exchange Act could be 
readily linked up with the sections and 
subsections of the law. 


ago 


Thus the single 
letter A prefixed to a number denotes 
a ruling generally applicable to the law 
and the number following the letter 
merely signifies the chronological 
order in which the ruling was pre- 
scribed. 

Where two letters are used, the first 
stands for the section and the second 
for the subsection of the law to which 
the rule is primarily applicable. In 
other words, each section has been 
given a letter—A being for section 3 
and J for section 12. The letter signi- 
fying the subsection depends on the 
number of the subsection. Thus, sub- 
section 1 of any section is denoted by 
the letter A, the third by C, the sixth 


(Concluded on page 16) 
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Notes 


It has been a satisfaction to our firm 
that through the years not only the 
members of our firm but many mem- 
bers of the staff have given time and 
thought to the work of our profession 
as carried on by its societies and by 
contributing to its literature. The 
founders of our firm were among the 
small group which organized the Penn- 
sylvania Institute of Certified Public 
Accountants and which successfully 
labored for the C. P. A. law which was 
enacted in that state in 1899, 

As will be seen from the following 
list, a considerable number of partners 
and staff members at our different 
offices are active in national and state 
accountancy organizations, either as 
officers or through service on com- 
mittees. 


New York 


Robert H. Montgomery, 

President, American Institute of Ac- 
countants ; 

Chairman, New York State Society 
Committee on One National Organ- 
ization; 

Member, New York State Society Com- 
mittee on Cooperation with Bank- 
ers and Other Credit Grantors. 


Walter A. Staub, 

Member, American Institute of Ac- 
countants Special Committee on Co- 
operation with Stock Exchanges; 

Member, American Institute of Ac- 
countants Special Committee on 
Cooperation with Other Organiza- 
tions ; 

Director, The New York State Society 
of Certified Public Accountants; 
Chairman, New York State Society 

Committee on Education; 

Member, New York State Society Com- 

mittee on Legislation. 


Prior Sinclair, 
Chairman, New York State Society 
Committee on Ethics; 


Chairman, New York State Society 
Committee on Budget and Budgetary 
Control. 


Norman J. Lenhart, 

Member, American Institute of Ac- 
countants Special Committee to Re- 
vise Federal Reserve Bulletin; 

Member, American Institute of Ac- 
countants Special Committee on 
Terminology ; 

Member, New York State Society 
Committee on Practice and Proce- 
dure. 


A. W. Ambler, 

Chairman, New York State Society 
Committee on Fiduciary Accounting; 

Member, New York State Society 
Committee on Stock Brokerage Ac- 
counting. 

N. B. Bergman, 

Member, New York State Society 

Committee on Federal Taxation. 
H. E. Bischoff, 

Member, New York State Society 

Committee on State Taxation. 
E. G. Carson, 

Member, New York State Society 
Committee on Automobile Dealers’ 
Accounting. 

H. C. Heiser, 

Member, New York State Society 

Committee on Retail Accounting. 


C. H. Knoll, 
Member, New York State Society 
Committee on Investment Trusts. 


H. O. Leete, 
Member, New York State Society 
Committee on Membership. 


J. O. Phelps, 
Member, New York State Society 
Committee on Clothing Manufactur- 
ing Accounting. 


Philadelphia 


T. Edward Ross, 
Member of Council, American Insti- 
tute of Accounts; 
Member, American Institute of Ac- 
countants Foundation; 
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Member, Board of Trustees of 
American Institute Benevolent Fund, 


Inc. ; 

Member, Pennsylvania Institute Com- 
mittee on Relations with Other Ac- 
counting Societies. 


George R. Drabenstadt, 
Member, Philadelphia 
sylvania Institute 


Budget and Finance. 


Chapter, Penn- 
Committee on 


A. Karl Fischer, 

Chairman, Philadelphia Chapter of the 
Pennsylvania Institute of Certified 
Public Accountants. 

Clarence R. Haas, 

Member, Pennsylvania Institute Com- 
mittee on Accounting Terminology 
and Review of Published Financial 
Statements ; 

Member, Philadelphia Chapter, Penn- 
sylvania Institute Committee on 
Cooperation with Bankers. 

Frederick S. Metzler, 

Member, Pennsylvania Institute Com- 
mittee on Development of the 
Institute and Membership; 

Member, Pennsylvania Institute Com- 
mittee on Telephone Directory List- 
ings; 

Member, 
sylvania 
Meetings. 

Joseph M. Pugh, 

Member, 


Penn- 
Committee on 


Philadelphia Chapter, 
Institute 


Pennsylvania Institute Com- 
mittee on Development of the Insti- 


tute and Membership. 
Chicago 
Homer L. Miller, 


Chairman, Illinois Board of 
in Accountancy ; 

Member, Illinois Society Committee on 
Cooperation with 
changes. 


Examiners 


Bankers and Ex 


Boston 
Homer N. Sweet, 
President, 


Certified 
Member, 


Massachusetts Society of 
Public Accountants; 
American Institute of Ac- 
countants Committee on Cooperation 
with the Securities and Exchange 
Commission. 





The 


Joel D. Harvey, 


Member, Massachusetts Society Com- 


mittee on Education. 


Eugene G. Boutelle, 
Assistant Director of Publications, Na- 
tional Association of Cost 
ants, Boston Chapter. 


Account- 


Pittsburgh 
W. F. Marsh, 

Vice-President and Director-in-Charge 
of Chapters, National Association of 
Cost Accountants; 

Chairman, Pennsylvania Institute Com- 
mittee on Natural Business Year; 
Member, Pennsylvania Institute Com- 

mittee on Professional Ethics; 


Member, Pennsylvania Institute Com- 
mittee on Legislation. 
Duncan Bruce, 
Chairman, Pittsburgh Chapter, Penn- 


sylvania Institute 
Membership ; 


Committee on 


Member, Pittsburgh Chapter, Penn- 
sylvania Institute Executive Com- 
mittee. 

Burwell Cummings, 
Member, Pittsburgh Chapter, Penn- 


sylvania Institute Committee on Co- 
operation with Other 
H. J. Halliwell, 
Member, Pittsburgh Chapter, Penn- 
sylvania Institute Committee on Con- 
stitution and By-Laws. 


Associations. 


Harold R. Hersperger, 
Member, Pennsylvania Institute Com- 
mittee on Cooperation with Bankers. 
Frederick M. McHugh, 
Member, Pittsburgh 
Institute 


Chapter, Penn- 

sylvania Committee on 
Meetings. 

George E. Sharpe, 

Member, Pennsylvania 

mittee on 
and Review of 
Statements ; 


Institute Com- 
Accounting Terminology 
Published Financial 


Member, Pittsburgh Chapter, Penn- 
sylvania Institute Committee on Edu- 
cation. 

Detroit 
D. M. Russell, 
Member, Michigan Association Com- 


mittee on Legislation; 


SES) / Reema 
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Director in charge of program, Detroit 
Chapter, National Association of 
Cost Accountants. 

M. A. Yockey, 

Member, Michigan Association Board 
of Commerce Governmental Com- 
mittee ; 

Member, Michigan Association Com 
munity Fund Campaign Committee; 

Member, Michigan Association Com 
mittee on Cooperation with the 
American Institute of Accountants. 


FE. J. Barr, 
Treasurer, Michigan Association of 
Certified Public Accountants. 


Cleveland 
R. E. Warren, 

Chairman, Cleveland Chapter, Ohio 
Society, Committee on Cooperation 
with the American Institute of Ac- 
countants ; 

Member, Cleveland Chamber of Com- 
merce Committee on Federal Taxa- 
tion. 

Cincinnati 
Abner J. Starr, 

President, Cincinnati Chapter of the 
Ohio Society of Certified Public Ac- 
countants ; 

Member, Ohio Society Law Committee. 


St. Louis 
R. L. Ward, 

Vice-President, St. Louis Chapter, Na- 
tional Association of Cost Account- 
ants. 

E. F. J. Meyer, 
Past President, St. Louis Chapter, Na- 
tional Association of Cost Account- 
i ants. 
Atlanta 
S. B. Ives, 

Treasurer, Georgia Society of Certified 

Public Accountants. 


Dallas 
A. G. Moss, 
Chairman, American Institute Com- 
mittee on Meetings. 
J. F. Stuart Arthur, 
Chairman, American Institute Com- 
mittee on Attendance and Registra- 
tion. 







Houston 


T. W. Mohle, 


Director, Texas Society of Certified 
Public Accountants. 
H. D. Hopson, 
Director, Houston Chapter, National 
Association of Cost Accountants. 


San Francisco 


Robert Buchanan, 

Director, San Francisco Chapter of the 
California State Society of Certified 
Public Accountants ; 

Member, California Society Member- 
ship Committee. 


Los Angeles 


Walter B. Gibson, 

Vice-President and Director, California 
State Society of Certified Public Ac- 
countants ; 

Member, California Society Commit- 
tee on Cooperation with State Gov- 
ernmental Agencies ; 

Member, California Society Commit- 
tee on Accounting Fees. 

Myron J. Boedeker, 

Member, Los Angeles Chapter, Calli- 

fornia Society Legislative Commit- 


tee. 


Portland 


L. D. Kork, 
Member, Oregon Society Committee on 
Legislation. 


Russell M. Stearns, 

Member, Oregon Society Committee 
on Joint Meeting with Washington 
Society. 

R. L. Aiken, 

Member, Oregon Society Committee 

on Attendance. 


Seattle 


Don S. Griffith, 
President, Washington Society of Cer- 
tified Public Accountants. 
J. R. Freeman, 
Auditor, Seattle Chapter, Washington 
Society of Certified Public Account- 
ants. 
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Mr. Russell discussed the topic, 
“The Duties and Opportunities of the 


Professional Accountant,’ before the 


National Commercial Teachers Federa- 
tion in Chicago on December 27, 1935. 


Mr. Edward J. Barr presided over 
the luncheon meeting held at the Michi- 
gan Union, Ann Arbor, Michigan, dur- 
ing the annual Michigan 
accounting conference. Mr. Russell 
was a leader of the Round Table dis- 
cussion on the subject, ‘Working 
Papers and Other Work Procedures 
of the Accountant.” 


eleventh 


Mr. John McCullough, formerly of 
the New York staff and now at our 
Detroit office, passed the Michigan bar 
examinations held in September, 1935. 
He was admitted to practice before the 
state and federal courts on November 
4, 1935. 

An article by Mr. Charles M. Ed- 
wards, of our Chicago office statf, on 
“The Partnership Return of Income’ 
appeared in the January, 1936, issue of 
the Journal of Accountancy. 


Mr. Delmar C. Frey, of the Chicago 
otfice staff, passed the Illinois C. P. A. 
examination in November last. 


A Tribute to Barton Bean 
(Continued from page 2) 
unbounded energy were big factors in 
the establishment and development of 
this group. He served on the National 
Board as a director for the years 1922- 

23 and 1923-24. 

My life has been unusually enriched 
by friendships which have made it a 
glorious and pleasant adventure, but, 
as I look back across the years, there 
are none which assay more pure gold 
than my associations with Bart Bean. 


‘Farewell! if ever fondest prayer 
For other's weal avail’d on high, 
Ours will not all be lost in air, 
But waft thy name beyond the 
sky.” 


S. E. C. Symbols 
(Continued from page 12) 

by F and so on. The letters | and L 
are sometimes omitted to avoid con- 
fusion with the figure 1. Thus, I is 
the ninth letter of the alphabet but, 
section 3, subsection 9, is symbolized 
by the letters AJ. 

This system of lettering applies only 
to rulings under the Exchange Act. A 
similar code has not been adopted for 
the rulings under the Securities Act of 


1933. 








Lybrand, Ross Bros. & Montgomery 
Offices 


Cities Addresses 
New Yor: Downtown, 90 Broad Street 
Uptown, 1 East 44th Street 
PHILADELPHIA Packard Building 
CHICAGO 231 South LaSalle Street 
Boston 80 Federal Street 
NEWARK 744 Broad Street 
BALTIMORE First National Bank Building 
WASHINGTON Investment Building 
PITTSBURGH Union Bank Building 
Derrorr Book Building 
CLEVELAND Midland Building 
CINCINNATI Carew Tower 
LouIsviLLe Heyburn Building 
Saint Louis 411 North Seventh Street 
ROCKFORD 321 West State Street 
ATLANTA Healey Building 
DALLAS First National Bank Building 
Bankers Mortgage Building 
2 Pine Street 
621 South Spring Street 
Porter Building 
Skinner Building 


EurRoPe 
3 St. James’s Square, S. W. 1 
3 Rue des Italiens 
56 Unter den Linden 
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